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THE  NEW  YORK  COTrON  EXCHANGE  IN  ITS  RELATIONS 

TO  MERCHANDISING  COTTON. 

George  W.  Neville,  President  New  York  Cotton  Exchange,  New 

York,  N.  Y. 

Cotton  exchanges  as  they  are  known  today  are  a develop- 
ment due  to  the  loose  and  chaotic  conditions  existing  prior  to, 
and  immediately  after,  the  Civil  War,  when  practically  the  only 
means  of  transporting  the  cotton  crop  of  the  South  was  by 
sailing  vessels  to  New  York,  the  New  England  ports  and  to 
Europe. 

Information  regarding  the  progress  of  the  crop,  and  news  of 
any  advance  or  decline  in  the  price  of  the  staple,  was  neces- 
sarily slow  and  erratic. 

Those  of  you  who  have  read  the  egotistical  narrative  of  one 
Vincent  Nolte,  a cotton  merchant  of  New  Orleans,  1812-25, 
can  form  some  idea  of  the  conditions  during  that  period.  The 
conditions  immediately  after  the  Civil  War  are  familiar  to  all  of 
you  by  hearsay.  The  demoralization  in  the  spinning  trade  in 
the  early  seventies  in  New  England,  due  to  the  failure  of  a group 
of  mills  under  one  ownership  in  Rhode  Island,  is  also  known  to 
you. 

The  first  organization  of  any  kind  in  the  world  approaching 
a cotton  exchange  was  the  Cotton  Brokers’  Association  of 
Liverpool,  organized  on  April  2,  1841.  This  was  formed  for  the 
compilation  of  statistics  as  to  stocks,  etc.,  and  for  the  establish- 
ment of  rules  for  the  betterment  of  trade  conditions  among  its 
members,  and  was  composed,  at  its  inception,  of  ninety  firms. 
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This  organization  existed  for  forty  years  and  was  merged  into 
the  present  Liverpool  Cotton  Association  on  September  25, 
1882. 

Owing  to  the  system  of  forwarding  cotton  in  the  early  days, 
viz;  — by  sailing  ships,  the  merchants  in  Liverpool  would  sell 
coupled  months  shipments,  for  example,  October-November, 
because  the  sailing  vessels  might  arrive  at  the  southern  port  in 
October,  and  not  be  able  to  sail  until  November.  This  is  the 
reason  why  the  quotations  for  future  deliveries  in  the  Liverpool 
market  are  on  coupled  months. 

The  custom  of  selling  for  future  delivery  developed  to  some 
extent  among  the  cotton  merchants  in  this  country  before  there 
were  cotton  exchanges  organized  on  this  side  of  the  water. 
While  cotton  for  future  delivery  was  bought  and  sold  in  New 
York  in  the  early  sixties,  the  New  York  Cotton  Exchange  was 
not  chartered  by  the  Legislature  of  the  State  of  New  York  until 
April  8,  1871.  Trading  in  contracts  for  future  delivery  was 
established  in  New  Orleans  in  January,  1880. 

The  charter  of  the  New  York  Cotton  Exchange,  Section  3, 
defines ; 

“ The  purposes  of  said  corporation  shall  be  to  provide,  regulate  and 
maintain  a suitable  building,  room  or  rooms,  for  a Cotton  Exchange,  in 
the  city  of  New  York,  to  adjust  controversies  between  its  members, 
to  establish  just  and  equitable  principles  in  the  trade,  to  maintain 
uniformity  in  its  rules,  regulations  and  usages,  to  adopt  standards  of 
classification,  to  acquire,  preserve  and  disseminate  useful  information 
connected  with  the  cotton  interest  throughout  all  markets,  to  decrease 
the  local  risks  attendant  upon  the  business,  and  generally  to  promote 
the  cotton  trade  of  the  city  of  New  York,  increase  its  amount  and 
augment  the  facilities  with  which  it  may  be  conducted,  and  to  make 
provision  for  the  widows  and  families  of  deceased  members.  The  said 
corporation  shall  have  power  to  make  all  proper  and  needful  by-laws, 
not  contrary  to  the  constitution  and  laws  of  the  State  of  New  York  or 
of  the  United  States.’^ 

The  by-laws  and  rules  established  then,  and  added  to  since, 
to  meet  the  developments  of  the  business,  have  always  been 
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framed  to  conform  to  the  laws  of  the  State  of  New  York  and  of 
► the  United  States. 

After  the  organization  of  the  New  York  and  the  New  Orleans 
Cotton  Exchanges,  other  exchanges  were  organized  throughout 
- the  United  States,  at  the  chief  points  where  cotton  was  handled. 

There  was,  however,  little  uniformity  in  the  customs  and  methods 
of  these  various  markets.  Thus,  the  classification  of  cotton 
varied  in  nearly  as  many  degrees  as  there  were  markets. 

I Information  was  very  meagre  on  all  subjects  pertaining  to  the 

[ business,  with  the  result  that  the  New  Orleans  Cotton  Exchange 

i was  instrumental  in  having  a meeting  called  of  all  cotton 

exchanges  in  Augusta,  Ga.,  on  June  10,  1874. 

Delegates  from  the  following  cities,  many  of  them  having 
cotton  exchanges,  were  present: 

Athens,  Ga. ; Atlanta,  Ga. ; Augusta,  Ga. ; Baltimore,  Md.; 

' Boston,  Mass. ; Charleston,  S.  C. ; Charlotte,  N.  C. ; Galveston, 

Tex.;  Louisville,  Ky. ; Memphis,  Tenn. ; Mobile,  Ala.; 
Montgomery,  Ala. ; Nashville,  Tenn. ; New  Orleans,  La. ; New 
York,  N.  Y. ; Norfolk,  Va. ; Opelika,  Ala. ; Savannah,  Ga. ; St. 
Louis,  Mo.  and  Wilmington,  N.  C. 

This  convention  resolved  to  call  itself  the  National  Cotton 
Exchange. 

Among  the  items  of  the  order  of  business,  it  is  interesting  to 
note ; 

^ “ The  inauguration  of  crop  reporting,  which  has  developed  so  success- 

fully under  the  Census  Department  at  Washington. 

“ More  complete  reports  of  receipts,  shipments,  stock,  etc.,  at  ports 
9r  and  interior  towns. 

“ The  adoption  of  a uniform  standard  of  classification  for  the  United 
States. 

‘‘  Foreign  and  domestic  bills-of-lading ; fixing  responsibility  on  the 
carriers  for  bills-of-lading  signed  by  their  agents.” 

This  latter  question  is  still  being  discussed,  and  is  near  settlement 
now. 

The  adoption  of  a uniform  standard  grade  was  reckoned  among 
the  most  important  tasks  to  be  undertaken.  Mr.  John  Chaffee, 
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one  of  the  most  important  of  the  New  Orleans  cotton  factors, 
was  made  chairman  of  a committee  to  take  up  this  subject; 
other  members  were  from  Charleston,  Galveston,  Memphis, 
Mobile,  New  York  and  Savannah.  This  committee  reported : 

“ That  we  recommend  to  the  convention  the  adoption  of  a uniform 
classification  of  cotton  throughout  the  United  States,  to  be  called  the 
‘ Standard  American  Classification,’  and  that  the  convention  request  all 
Cotton  Exchanges  in  the  United  States  to  appoint  an  expert  who  shall 
meet  at  some  point  designated  by  this  convention,  in  response  to  a call 
from  the  chairman  appointed  by  this  convention,  on  or  before  the  first 
of  September  next,  when  they  together  shall  proceed  to  make  a classi- 
fication that  shall  be  the  American  Standard,  which  shall  be  adopted 
by  all  American  Exchanges,  and  official  quotations  from  and  after  the 
first  of  October  next  shall  be  based  on  types  prepared  and  eatablished 
by  said  committee  of  experts.” 

The  convention  appointed  Mr.  J.  T.  DOSWELL  of  New 
Orleans,  as  Chairman  of  the  Committee  of  Experts.  The  com- 
mittee met  in  New  York,  August  31,  1874.  The  following 
composed  the  committee:  J.  T.  Doswell,  New  Orleans,  La., 
Chairman;  A.  K.  CHILDS,  Athens,  Ga. ; J.  H.  COHEN,  St. 
Louis.  Mo.;  THOMAS  Fenner,  New  York,  N.  Y. ; S.  M.  Gates, 
Memphis,  Tenn.;  J.  E.  Gilbert,  Nashville,  Tenn. ; J.  E.  Ginn, 
Eufaula,  Ala. ; J.  C.  Graham,  Selma,  Ala. ; D.  E.  Huger, 
Mobile,  Ala.;  S.  M.  Inman,  Atlanta,  Ga. ; R.  M.  POWLE,  Balti- 
more, Md. ; W.  D.  Reynolds,  Norfolk,  Va. ; C.  E.  Richards, 
Galveston,  Texas ; William  C.  Sibley,  Augusta,  Ga. ; B.  R. 
Smith,  Boston,  Mass.;  J.  PL  Stenhouse,  Charlotte,  N.  C.; 
L.  L.  T.\ylor,  Cincinnati,  Ohio;  WiLLlAM  H.  WOODS, 
Savannah,  Ga. 

The  standards,  as  agreed  on  by  this  committee,  were  for- 
warded to  all  the  cotton  exchanges  of  the  country,  and  were 
used  by  most  of  them  for  the  season  of  1874-75  and  part  of 
season  of  1875-76,  but  were  then  discontinued  by  all  exchanges 
except  the  New  York  Cotton  Exchange,  which  has  rigidly 
adhered  to  them  ever  since.  The  set  of  standards  originally 
made  in  1874  was  preserved,  and  early  in  each  season,  that  is,  as 


soon  as  cotton  of  that  season’s  growth  was  obtainable,  new  stan- 
dards were  made  and  put  in  use.  In  1886,  when  the  New  York 
Cotton  Exchange  was  moved  to  its  present  building,  the  1874 
standard  was  lost,  but  the  standards  of  1886  are  still  on  hand 
and  kept  in  a safe  deposit  vault. 

Cotton  exchanges,  with  opportunities  and  regulations  for  the 
purchase  and  sale  of  contracts  for  cotton  for  future  delivery, 
are  essential  to  the  producer  and  to  the  spinner.  The  form  of 
contract  must  be  broad  enough  to  care  for  all  the  merchantable 
or  spinnable  cotton  that  weather  conditions  enable  the  farmer 
to  raise.  If  it  is  not,  the  cotton  exchanges  cannot  and  do  not 
perform  their  proper  service  to  the  cotton  trade,  and  they  will 
not  have  the  patronage  of  those  cotton  merchants  who  neces- 
sarily have  to  buy  the  cotton,  regardless  of  grades,  as  it  is 
marketed  by  the  farmer.  The  by-laws  and  rules  of  these 
exchanges  must,  of  course,  be  fair  and  just;  and  they  must  be 
published  so  as  to  be  fully  known  to  all  men. 

No  cotton,  should  be,  nor  is,  permitted  delivery  against  a sale 
for  future  delivery  on  a cotton  exchange  like  New  York,  unless 
it  is  merchantable.  “ Merchantable  Cotton  ” is  defined  under  the 
New  York  Cotton  Exchange  by-laws  as  “Cotton  as  gathered  upon 
the  plantations  of  the  United  States,  ginned  with  the  usual 
machinery,  and  with  customary  care  and  showing  no  indications 
of  fraud.”  On  the  other  hand,  “ Unmerchantable  cotton  (which 
shall  invariably  be  rejected)  shall  be  understood  to  include 
false-packed  bales,  bolley,  threshed  or  machined  cotton,  and 
bales  that  show  an  excess  of  seed,  sand  or  dirt,  etc.” 

Such  a contract  as  this,  with  its  clear  definition  of  merchant- 
able and  unmerchantable  cotton,  provides  a hedge  for  the  pur- 
chaser of  cotton  bought  en  bloc  (or,  to  use  a localism  of  the 
South  — “ Hog  Round”)  from  the  farmer,  and  it  also  provides 
a hedge  for  the  manufacturer  who  has  the  opportunity  of  sell- 
ing his  goods  for  future  delivery  before  the  crop  begins  to 
move,  for  by  means  of  it  he  can  secure  his  quality  in  advance. 
The  contract  equally  well  gives  a hedge  to  the  cotton  merchant, 
who  sells  the  manufacturer  his  quality  at  the  time  the  manufact- 
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urer  sells  his  goods  for  future  delivery,  and  turns  to  the  mer- 
chant for  his  cotton. 

The  purchase  by  a cotton  manufacturer  of  contracts  for  future 
delivery  against  his  sale  of  goods  for  future  delivery,  whether 
he  buys  the  contracts  for  future  delivery  on  one  of  the  cotton 
exchanges,  or  whether  he  buys  from  the  spot  cotton  merchant 
that  special  grade  of  cotton  and  staple  which  he  requires  for  the 
manufacture  of  the  goods  he  has  sold,  insures  him  against  fluc- 
tuations in  the  price  of  his  raw  material,  and  fixes,  in  a measure, 
his  profit  on  his  sale  of  goods.  This  procedure,  I know,  is 
regarded  by  a large  number  of  manufacturers  in  this  country  as 
rank  gambling  and  by  others  as  speculation.  I dissent  from 
this  view  of  the  transaction,  and  submit  that  the  manufacturer 
who  does  not  hedge  his  sale  of  goods  by  the  purchase  either  of 
contracts  for  the  future  delivery  of  cotton  on  some  cotton 
exchange,  or  from  some  spot  cotton  merchant,  is  speculating 
on  the  price  of  his  raw  material  and  ultimately  on  the  profit  of 
his  mill.  Known  results  in  recent  years  at  many  mills  have 
proved  this,  for  some  manufacturers  have  lost  not  only  their 
profits  but  part  of  their  capital  by  following  just  this  course. 

The  reverse  of  this  proposition  is  also  true;  when  a manu- 
facturer buys  spot  cotton  and  has  not  already  made  sales  of 
goods  for  future  delivery  to  apply  against  his  purchase  of  spot 
cotton,  or  does  not  at  once  sell  manufactured  goods  or  contracts 
for  the  future  delivery  of  cotton  on  some  cotton  exchange,  to 
hedge  himself  against  price  fluctuation,  he  is  speculating.  In 
my  opinion  the  failure  to  observe  and  follow  this  principle  is 
one  of  the  contributing  causes  to  the  deplorable  condition  of 
the  cotton  manufacturing  business  today  in  the  United  States. 

The  contract  markets  for  the  future  delivery  of  cotton  on 
some  cotton  exchange  are  being  used  more  constantly  every 
year  by  our  American  spinners,  both  North  and  South,  for  the 
purpose  indicated  above,  but  not  to  the  extent  of  their  over-sea 
competitors;  and  in  this  connection  I want  to  read  an  extract 
from  an  article  by  one  of  the  closest  students  of  manufacturing 
conditions  in  Great  Britain: 
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“ We  wish  to  emphasize  to  our  Continental  and  American  friends  the 
outstanding  difference  between  English  trade  and  theirs.  All  the  time 
there  is  becoming  a closer  connection  between  all  the  cotton  trade,— 
Oversea  Merchant,  Shipper,  Manufacturer,  Spinner,  — and  the  future 
market.  The  English  cotton  trade  in  all  its  branches  is  becoming  an 
affair  of ‘basis,’  i.  e.,  price  (of  goods  or  yarn)  relative  to  futures,  and 
so  the  business  is  becoming  more  steady  and  regular,  a state  of  affairs 
different  from  those  countries  where  business  is  an  affair  of  price  alone. 
We  are  persuaded  that  business  has  been  bad  in  .America  and  parts  of 
Continental  Europe  this  season,  to  a large  extent,  because  ‘ prices  ’ have 
gone  against  the  expectation  of  cotton  people,  whilst  their  European 
confreres  have  been  doing  a more  or  less  profitable  ‘basis’  business 
covering  with  futures  as  they  are  now  doing  for  new  crop  booking,  and 
taking  no  chances  on  the  market  for  large  possible  profits, — or  losses.” 


The  New  York  Cotton  Exchange  has  been  severely  criticized 
in  the  recent  past,  because  of  the  number  of  grades  deliver- 
able on  contract,  and  reference  has  been  made  to  the  certificated 
stock  of  cotton  in  New  York  as  “ only  fit  for  horse  collars,”  etc. 

I beg  to  say  to  you,  gentlemen,  that  such  critics  did  not  really 
know  the  article  they  were  talking  of,  nor  the  methods  of  the 
Inspection  Bureau  of  the  New  York  Cotton  Exchange  in  certifi- 
cating cotton  for  delivery  against  contracts  of  sale  for  the  future 
delivery  of  cotton  on  the  New  York  Cotton  Exchange.  I say 
this  with  confidence,  because  I know  who  used  the  cotton  par- 
ticularly complained  of.  The  bulk  of  that  very  cotton  was  con- 
sumed by  mills  managed  by  gentlemen  who  are  members  of 
your  own  organization,  and  I know  their  mills  do  not  manu- 
facture horse  collars. 

The  cotton  that  is  delivered  on  contract  in  New  York  against 
sales  for  future  delivery  always  has  been,  is,  and  will  continue 
to  be,  equal  to  the  “Standard  American  Classification,”  (as 
exactly  as  e.xperienced  men  can  determine  it)  as  adopted  by  all 
the  American  exchanges  in  1874.  This  will  be  so  until  such 
time  as  other  carefully  established  standards  may  be  substituted 
therefor.  After  cotton  submitted  for  delivery  in  New  York  is 
inspected  and  weighed,  it  is  then  classed  by  a committee  of 
experts  (who  are  not  permitted  to  engage  in  any  other  business) 
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and  a certificate  of  grade  is  issued  therefor  by  the  Inspection 
Bureau.  When  shipments  of  cotton  are  made  from  the  certifi- 
cated stock,  any  inspection  lot  which  may  seem  to  be  over- 
classed may  be  appealed  at  the  time  of  shipment,  and  if  there 
be  any  difference  between  the  appeal  class  and  the  class  as  per 
certificate  of  grade,  the  Inspection  Bureau  will  pay  (should  the 
appeal  class  show  such  over-classing)  to  the  last  holder  of  said 
grade  certificate  such  difference.  That  is  to  say,  the  Inspection 
Bureau  guarantees  the  class  of  all  certificates  of  grade  it  issues. 

The  standard  types  of  the  grades  of  cotton  adopted  by  the 
committee  appointed,  under  Congressional  Act,  by  the  Secre- 
tary of  Agriculture  at  Washington,  which  met  in  February, 
1909,  have  not  yet  been  adopted  by  the  New  York  Cotton 
Exchange,  because  in  the  judgment  of  the  Board  of  Managers 
of  that  Exchange,  their  adoption  would  do  the  farmers  of  the 
South,  particularly  in  the  Atlantic  states,  a great  injustice.  The 
standards  adopted  by  the  Government  Committee  were  made 
of  cotton  from  Memphis,  Tenn.,  New  Orleans,  La.,  and  Houston, 
Texas.  No  cotton  of  upland  growth  was  used,  as  the  Bureau 
of  Plant  Industry  (which  had  the  standardization  of  the  grades 
in  hand)  could  not  obtain  samples.  I was  a member  of  this 
committee.  In  the  preliminary  discussions  of  this  committee, 
I stated  that  there  should  be  three  sets  of  standards,  viz ; — 
Uplands  or  Atlantic  cotton,  Orleans-Gulf,  and  Texas.  Each  of 
these  divisions  of  American  cotton,  as  any  man  familiar  with 
the  cotton  business  knows,  is  a distinct  variety  of  itself,  having 
its  own  characteristics  as  regards  staple,  body  and  color.  The 
New  York  Cotton  Exchange  asks  that  at  least  a standard  be 
made  of  Upland  or  Atlantic  cotton,  and  is  in  correspondence  at 
present  with  the  Bureau  of  Plant  Industry  at  Washington.  We 
think  these  standard  types  of  Upland  cotton  should  be  made, 
as,  out  of  a total  of  785,465  bales  certificated  in  New  York  in 
1909-10,  against  contracts  of  sale  for  future  delivery,  481,572 
bales,  or  62  per  cent,  were  Upland  cotton.  Under  normal 
conditions  the  proportion  of  Upland  cotton  delivered  on  con- 
tract in  New  York  is  larger  still. 


11 


Another  matter  under  discussion  with  this  Bureau  is  the 
making  of  another  standard  to  take  the  place  of  the  present 
New  York  grade  known  as  Good  Ordinary,  which,  when  the 
standards  were  made  in  February,  1909,  was  not  provided  for, 
owing  to  the  fact  that  the  standard  types,  as  made,  were  raised 
somewhat  higher,  on  grades  Middling  and  below,  than  the 
Standard  American  Classification  adopted  in  1874.  This  was 
called  to  the  committee’s  attention  in  Washington,  but  as  the 
Congressional  Act  only  provided  for  types  of  Good  Ordinary 
and  above,  the  committee  had  no  option  in  the  matter. 

In  normal  cotton  crops,  this  omission  is  not  serious,  but  the 
cotton  exchanges,  to  perform  the  service  for  which  they  were 
organized,  must  have  their  laws  and  rules  such  as  to  take  care 
of  all  merchantable  and  classable  cotton  the  farmer  is  enabled 
to  raise  in  any  kind  of  season.  The  by-laws  and  rules  of  these 
cotton  exchanges  are  known,  or  easily  ascertainable,  by  those 
in  the  trade,  or  those  who  are  interested.  Should  there  come 
another  disaster  such  as  befell  the  cotton  trade  in  1906-07,  the 
elimination  of  the  present  Good  Ordinary  would  work  incalcul- 
able monetary  losses  to  the  producers,  and  it  is  the  endeavor 
of  the  New  York  Cotton  Exchange  to  have  the  contract  broad 
enough  to  prevent  this.  This  grade  of  cotton  is  spinnable  and 
has  a distinct  value  relative  to  Middling,  as  will  be  shown  later 
in  this  presentation. 

The  New  York  Cotton  Exchange  has  been  severely  criticised 
in  the  recent  past  because  of  its  so-called  “ fixed  differences,” 
and  the  New  Orleans  Cotton  Exchange  extolled  because  of  its 
so-called  “commercial  differences.”  The  claim  is  made  that, 
owing  to  the  fixed  difference  system,  the  New  York  basis  mid- 
dling contract  price  during  the  seasons  1906-07,  I907'8i 
unwarrantably  far  below  the  price  ( ?)  of  Middling  on  the  spot. 
The  disastrous  seasons  of  1906-07  and  1907-08  (so  far  as  grade 
of  crop  was  concerned)  are  fresh  in  the  minds  of  this  audience. 
The  storm  at  the  end  of  September,  1906,  followed  by  the  storm 
in  November,  1906,  caused  the  lowest  grade  of  crop  in  the 
history  of  the  cotton  trade ; so  much  so,  that  by  the  end  of 
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January,  1907,  the  grades  of  Middling  and  above  commercially 
did  not  exist  in  this  country,  outside  the  stock  held  by  or  for  mills. 
The  custom  of  quoting  Middling  throughout  the  country  was 
continued,  however,  and  prices  were  put  on  this  grade  and 
those  above  it  in  the  various  markets,  which  were  absolutely 
nominal.  The  fact  is,  they  could  have  been  quoted  at  any 
price,  and  the  grades  would  not  have  been  forthcoming.  This 
was  a freak  crop  as  regards  grades,  and  all  efforts  to  bring  the 
price  of  the  basis  Middling  contract  to  the  price  ( ?)  of  Middling 
on  the  spot,  ev^en  in  the  New  Orleans  and  Liverpool  markets, 
by  widening  their  differences  on  the  low  grades,  (for  all  of  their 
commercial  difference  system),  were  unavailing.  You,  gentle- 
men, have  had  a similar  experience  the  past  two  seasons  when 
the  price  of  raw  cotton  has  averaged  fourteen  cents  and  better; 
you  could  not  bring  the  price  of  the  finished  goods  to  a parity 
with  the  price  of  the  raw  cotton,  notwithstanding  all  your  cur- 
tailments. The  New  York  Cotton  Exchange  did  perform  its 
proper  service  to  the  cotton  trade  in  those  memorable  seasons, 
however,  as  it  was  the  means  of  marketing  for  the  farmers  of 
the  South  334,000  bales  of  those  crops,  being  deliveries  on 
contract,  held  until  such  time  as  the  spinners  needed  the  cotton, 
besides  establishing  a market  basis  for  hundreds  of  thousands 
of  bales  of  similar  quality  throughout  the  South. 

The  past  three  administrations  of  the  New  York  Cotton 
Exchange  have  been  endeavoring  to  ascertain  the  actual  spin- 
ning value  of  grades  above  and  below  Middling,  as  compared 
with  Middling.  We  have  been  successful  in  these  experiments, 
and  I believe  the  solution  of  this  vexed  question  is  in  sight.  I 
have  here  some  samples  of  Good  Middling,  Middling,  Low  Mid- 
dling and  Good  Ordinary,  American  Standard  Classification. 
This  Good  Ordinary  is  “ marooned,”  so  to  speak,  by  the  govern- 
ment standard.  I have  also  the  yarns  made  of  these  grades  of 
cotton  by  the  Lowell  Textile  School.  The  yarns  made  of  the 
Good  Ordinary  certainly  compare  very  favorably  with  the  yarns 
made  of  the  Low  Middling  and  Middling  cotton,  and  the  per- 
centage of  waste  and  cost  of  labor  in  process  of  manufacture 
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certainly  does  not  justify  for  this  grade  the  very  wide  discount 
, off  Middling  which  prevailed  during  the  seasons  1906-07  and 

1907-08  in  markets  where  so-called  commercial  differences 
were  in  use.  Similar  tests  have  been  made  by  the  Clemson 
^ Textile  School  at  Clemson  College,  S.  C.;  and  previous  to 

these  tw'o  tests,  a committee  from  the  New  York  Cotton 
Exchange  saw  a test  made  with  ten  bales  of  each  grade  in  one 
of  the  New  England  mills.  So  that,  when  I say  that  the  omis- 
sion of  Good  Ordinary  cotton  (as  at  present  classed  by  the  New 
York  Cotton  Exchange)  from  the  government  standards,  works 
a hardship  on  the  cotton  producer,  I have  facts  and  figures, 
backed  by  years  of  experience  in  buying  cotton  in  the  South, 
to  sustain  me. 

^ Gentlemen,  this  is  a scientific  age ; manufacturing  in  all 

branches  has  made  rapid  strides.  Owing  to  scientific  methods 
adopted  in  lines  of  business  outside  of  cotton,  what  were 
formerly  reckoned  waste  products  are  now  among  the  greatest 
sources  of  revenue.  So  much  is  this  the  fact,  that  it  is  now  a 
familiar  saying  that  they  only  lose  the  squeal  in  putting  a hog 
through  the  packing  houses. 

The  majority  of  the  members  of  the  New  York  Cotton 
• Exchange,  believing  in  the  efficiency  of  modern  machinery, 

think  this  should  be  the  method  of  making  differences  for  grades 
above  and  below  Middling.  Let  such  differences  as  could  be 
j ascertained  along  these  lines  by  the  United  States  Department  of 

Agriculture  (as  a disinterested  agent)  be  put  in  effect.  Take  the 
making  of  such  grade  differences  out  of  the  hands  of  merchants 

0 who  necessarily  have  to  be  interested  in  the  staple,  and  whose 

actions  are  always  criticized,  favorably  or  adversely,  as  interested 
parties  may  think  their  interests  are  affected,  and  let  the  machines 
run  by  disinterested  parties  work  out  these  differences  for  the 
future  contract  markets,  and  let  the  basis  Middling  contract 
price  take  care  of  the  average  grade  of  the  crop. 

The  business  of  the  New  York  Cotton  Exchange  during  the  past 
two  seasons  was  abnormally  large,  and  it  developed  that  the 

1 Inspection  Bureau  of  the  Exchange  needed  additional  facilities  for 
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the  expeditious  inspection  and  classification  of  cotton  delivered  on 
contracts.  I am  pleased  to  advise  you  that  these  facilities  have 
been  provided,  and  other  changes  are  being  considered  by  the 
board,  for  submission  to  the  members,  which  we  think  will 
further  facilitate  the  business  of  patrons  of  the  Exchange. 

We  are  very  much  gratified  that  the  two  Cotton  Exchanges  in 
this  country,  in  which  contracts  for  the  future  delivery  of  cotton 
are  traded,  have  been  asked  to  meet  a joint  committee  from 
this  Association  and  the  American  Cotton  Manufacturers’  Asso- 
ciation, to  discuss  certain  matters  to  be  submitted  to  us,  and  in 
order  that  there  might  be  a thorough  discussion  by  all  parties  at 
interest,  we  have  also  invited  the  president  of  the  farmers 
Educational  and  Co-operative  Union  to  appoint  a committee  to 
meet  with  us.  It  is  my  purpose  to  call  this  meeting  early  in 

October. 
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The  President.  Mr.  Nevili.E  will  be  very  glad  to  have  this 
paper  discussed  or  any  questions  asked. 

Mr.  Albert  Farwell  Bemis.  I would  like  to  say  again, 
that  I personally  believe  that  the  New  York  Cotton  Exchange 
is  of  the  greatest  service  to  the  spinners  of  this  country  and  also 
to  the  growers.  I believe  that  this  Association  should  not  for 
a minute  see  it  go  under.  There  has  been  an  effort  in  certain 
sections  of  the  country  to  close  up  the  New  \ ork  Cotton 
Exchange  and  other  exchanges  o{  this  countrj'  simply  because 
of  some  defects  in  their  methods  of  doing  business,  overlooking 
entirely,  I might  say,  the  90  or  95  per  cent,  good  they  do. 
There  are  two  questions  that  I would  like  to  ask  Mr.  Nemlle. 
The  first  question  is  in  regard  to  the  nature  of  the  transactions. 
I assume  that  the  purchase  and  sale  of  cotton  may  be  classed 
jfj  three  divisions  1 i . Those  transactions  in  \v^hich  the  cotton 
is  actually  delivered  to  be  spun.  2.  Those  transactions  which 


15 


are  made  for  the  purpose  of  hedging  cotton.  3.  Those  trans- 
actions which  are  made  for  a purely  speculative  reason.  I 
assume  that  Mr.  NEVILLE  will  know  the  approximate  proportion 
of  each  of  these  three  classes.  Probably  the  first  class  is  rather 
small  in  proportion  to  the  others  and  possibly  negligible  in 
amount.  I think  it  would  be  interesting  to  all  of  us  to  get  an 
idea  of  what  the  approximate  proportion  would  be  of  the 
number  of  bales  bought  and  sold  and  put  into  classes  two  and 
t^j.,i-ee, — hedging  and  pure  speculation. 

Mr.  George  W.  Neville.  That  question,  considering  the 
conditions  under  which  we  have  to  live,  is  a very  difficult  one  to 
answer.  There  was  in  existence  in  the  Exchange,  before  my 
time,  a system  by  which  they  endeavored  to  keep  a record  of  all 
transactions  made  during  the  day.  The  superintendent  of  the 
Exchange,  Mr.  POWERS,  at  that  time,  reported  that  it  was 
extremely  difficult  to  believe  that  some  of  the  firms  traded  as 
many  bales  as  reported  to  him  at  the  end  of  each  day.  In  fact 
there  was  so  much  doubt  about  it,  that  a system  of  spying  was 
started.  We  have  a similar  system  today.  The  superintendent 
found  that  there  was  so  much  competition  among  the  employees 
that  they  were  liable  to  make  false  reports  to  him.  We  con- 
sequently discontinued  reporting  sales.  Since  this  latter  system 
went  into  effect,  my  predecessor,  Mr.  ARTHUR  R.  Marsh,  in 
answer  to  a criticism  by  a member  of  Congress  on  gambling 
transactions,  said  that  he  would  not  give  any  information  of  any 
one  firm  but  would  combine  the  whole  Exchange  and  endeavor 
to  work  out  a total  number  of  transactions  for  a given  time. 
His  investigation  resulted  in  75  to  80  per  cent,  trade  hedging  and 
the  balance  speculation.  I think  this  would  give  the  per- 
centages that  you  wish  in  your  second  and  third  questions. 
You  must  understand  that  many  men  are  mighty  slow  to  specu- 
late in  this  country  or  abroad,  because  a man  can  always  pro- 
tect himself  when  he  makes  an  offer  to  you.  For  instance,  I 
offer  you  1,000  bales  of  cotton  late  today  and  you  do  not 
accept.  I buy  1,000  of  basis  middling  contracts  as  a hedge 
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against  your  possible  purchasing  of  me.  You  might  not  take 
it,  that  is  simply  a speculative  hedge.  Now  in  that  connection, 
you  take  some  people,  and  they  like  to  speculate  and  others  do 
not.  One  of  the  members  said  to  me,  “ Speculating  is  the 
same  thing  as  gambling.’'  I beg  to  differ,  it  is  not.  You  will 
find  that  the  man  who  speculates  studies  all  conditions  affecting 
the  commodity  he  trades  in  and  the  gambler  guesses. 

Mr.  Albert  Farwell  Bemis.  Yes,  this  answer  is  clear  to 
me  and  probably  to  the  rest  of  those  present.  I agree  with 
Mr.  Neville  that  it  is  a question  whether  these  purely  specula- 
tive transactions  are  good  or  bad,  and  I think  that  it  is  not  clear 
at  all  that  they  are  injurious  to  the  trade.  I would  like  to  ask 
one  more  question.  Were  you  not  going  to  say  something 
further,  Mr.  Neville,  in  reference  to  the  differences  between 
the  grades?  This  is  a very  interesting  subject  and  there  is  one 
point  in  particular  in  regard  to  this  that  I would  like  to  ask 
about.  Two  or  three  years  ago  the  New  York  Cotton  Exchange 
appointed  a committee  to  investigate  this  subject,  and  a com- 
mittee was  sent  on  from  this  Association  of  which  I had  the 
pleasure  of  being  a member.  At  that  time,  it  was  the  opinion 
of  the  committee  of  the  New  York  Cotton  Exchange  that  there 
was  an  economic  difference  between  different  grades,  that  is, 
a difference  which  could  be  expressed  in  percentage  which  would 
represent  the  real  commercial  difference  at  which  they  could 
take  different  grades  and  use  them  to  equal  advantage.  Mr. 
Neville  referred  to  a test  made  as  a result  of  that  committee’s 
investigations,  when  he  said  that  in  New  England  mills,  ten  bales 
of  each  grade  were  tested,  and  a member  of  the  committee  from 
this  Association  offered  to  make  those  tests.  I have  tried  per- 
sonally, by  addressing  one  member  of  that  committee,  or  two 
or  three  members  of  the  New  York  Cotton  Exchange  to  get  the 
results  of  those  tests,  but  without  avail.  I would  like  to  ask  if 
Mr.  Neville  has  those  results  and  whether  he  feels  at  liberty 
to  tell  them. 


Mr.  George  W.  Neville.  I have  the  results  and  can  give 
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them  to  you.  I am  sorry  you  did  not  receive  a reply  and  will 
’ give  you  these  figures  informally.  The  reason  you  did  not  get 

a reply  to  your  letter  was  because  we  felt  that  unless  we  had  the 
figures  on  the  tests  given  by  somebody  disinterested,  that  the 
^ people  who  were  so  much  opposed  to  us  would  think  we  had 

framed  them  ourselves.  I have  tried  to  get  the  textile  schools 
in  this  country  and  Europe  to  make  these  tests,  and  two  of  them 
have,  the  Lowell  Textile  School  and  Clemson  College.  My 
reason  for  doing  that  was  that  I happened  to  read  an  article 
, from  the  Cotton  Magazine  by  Mr.  Earle,  that  he  made  tests  of 

good  middling  cotton  which  showed  a definite  loss.  I finally  got 
in  touch  with  him.  It  takes  but  very  little  time  to  tell  about  it. 
It  took  three  months  to  find  out  who  or  where  he  was.  I finally 
sot  the  Lowell  Textile  School  to  make  the  tests,  and  tried  to 
get  the  British  Textile  School  at  Manchester  to  make  the  tests, 
but  they  refused. 

j Mr.  Frank  P.  Bennett.  I would  like  to  ask,  considering 

the  question  broadly  from  a public  standpoint,  why  should  not 
the  Cotton  Exchange  be  more  legitimate  and  more  satisfactory 
if  the  buyers  were  permitted  always  to  designate  the  kind  of 
staple  cotton  they  should  receive.  Why  should  not  the 
Exchange  be  arranged  in  that  direction? 

Mr.  George  W.  Neville.  The  basis  middling  contract, 
you  mean?  The  mill  that  wants  a specific  quality  is  provided 
with  it  today  through  the  merchant.  If  this  were  so,  on  a cotton 
V exchange,  it  would  restrict  your  trade  so  the  Exchange  would 

not  serve  the  purpose  it  was  created  to  do.  You  want  a selec- 
tion which  would  entail  going  through  thousands  of  bales  to  get 
the  quality  you  want.  You  could  not  have  a basis  contract  in 
any  exchange  to  serve  this  kind  of  trade.  There  was  taken  up  by 
the  New  York  Cotton  Exchange  a specific  contract  after  a com- 
mittee composed  of  Mr.  Smvthe,  Mr.  Lowe  and  Mr.  Parker. 
They  came  before  the  New  York  Cotton  PLxchange  on  the  15th 
of  July,  1908  and  after  two  lengthy  discussions,  at  their  sug- 
I gestion  the  members  of  the  Cotton  Exchange  started  to  vote  on 
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an  amendment  of  the  by-laws  to  make  a contract  known  to 
be  even  running  or  a specified  contract  by  which  if  average 
middling  was  called  for,  average  middling  must  be  delivered  for 
the  spinners’  use.  We  went  so  far  as  to  have  the  by-law  framed 
by  the  by-law  committee  and  approved  by  the  board  of 
managers,  when  word  came  from  the  southern  members  of  that 
committee  That  was  not  what  w^e  wanted.”  They  could  not 
afford  to  have  any  contract  giving  them  any  advantage  at  all. 

Mr.  Frank  P.  Bennett.  I mean  to  have  it  possible  for  the 
buyer  to  designate  precisely  what  he  wants  and  to  have  a system 
of  quotation  so  that  the  Cotton  Exchange  could  fulfil  legitimate 
functions  more  than  it  does.  Now  in  the  wool  trade  there  is 
no  wool  exchange.  There  are  no  exchanges  for  the  great 
staples  of  the  country.  They  move  fairly  satisfactorily.  Con- 
sidering the  subject  broadly,  why  would  it  not  be  practical  for 
the  people  interested  in  the  New  York  Cotton  Exchange  to 
devise  some  system  which  would  be  in  the  nature  of  a merchants’ 
exchange? 

Mr.  George  W.  Neville.  That  seems  like  a fair  question. 
Your  reference  to  the  Stock  Exchange  is  a different  matter,  as 
all  of  the  transactions  there  are  spot  transactions.  You  buy  and 
sell  today  and  it  is  delivered  to  you  tomorrow.  There  is  also 
this  difference.  Supposing  you  buy  through  a stock  exchange 
house  one  hundred  shares  of  stock  at  lOO  and  the  next  morning 
this  stock  is  at  i lO.  The  man  from  whom  you  buy  fails.  Your 
broker  is  not  responsible  to  you.  You  have  to  go  into  the 
market  and  buy  at  a new  price.  In  cotton  it  is  different.  You 
may  buy  one  hundred  bales  of  cotton  at  lo  cents.  Cotton  goes 
up  to  12  cents.  If  the  seller  of  this  cotton  fails,  the  broker  you 
buy  through  is  liable  to  you  for  the  cotton  at  lo  cents  and  you 
get  your  cotton  for  lo  cents.  This  explains  the  difference  in 
transactions  between  the  stock  market  and  the  cotton  exchange. 
On  that  point  one  difficulty  is  this,  that  a man  very  rarely  wants 
to  buy  cotton  today  for  goods  he  sells  today.  Thus  no  rule  is 
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possible  in  any  exchange  where  the  buyer  is  permitted  to  go 
ahead  and  buy  what  he  wants.  If  you  could  treat  wool  as  you 
treat  raw  cotton  you  could  have  a wool  exchange  but  the  results 
in  scouring  or  cleaning  different  varieties  of  wool  you  get  from 
the  several  different  sheep  differ  to  such  a degree  that  there  is 
no  sound  basis  to  work  on.  I am  no  expert  in  this,  but  have 
talked  with  many.  In  this  country  today,  while  hay  is  one  of 
the  most  valuable  crops  less  than  8 per  cent,  of  the  hay  crop 
eoes  into  interstate  commerce.  It  is  consumed  locally  where 
grown.  If  they  could  work  out  the  problem  of  the  wool  trade, 
it  would  be  desirable  to  have  a wool  exchange,  but  they  cannot 
work  it  out.  Cotton  is  of  a constant  quality  so  far  as  keeping 
qualities  are  concerned  and  losses  in  manufacturing  the  various 
qualities  can  be  calculated  by  the  spinners. 


Mr.  Frank  P.  Bennett.  Now  what  do  you  say  about  some 
of  these  other  staples  which  change  over  night,  if  conditions 
change  over  night?  Now  would  it  not  be  a good  thing  if  the 
New  York  Cotton  Exchange  looked  in  the  direction  of  supply- 
ing the  needs  of  the  manufacturers  in  the  use  of  cotton  absolutely? 
There  is  not  the  feeling  against  the  New  York  Stock  Exchange 
that  there  is  against  the  Cotton  Exchange.  People  think  the 
New  York  Stock  Exchange  pretty  legitimate  but  the  Cotton 
Exchange  is  so  hedged  around  by  rules  as  to  be  rather  more 
speculative. 

Mr.  George  W.  Neville.  I could  not  assent  to  anything 
like  that. 


Mr.  Frank  P.  Bennett.  The  New  York  Cotton  Exchange 
takes  a rather  more  secretive  course. 

Mr.  George  W.  Neville.  Do  you  expect  a commercial 
organization  of  merchants  to  act  as  distributors  of  all  lengths  of 
staple  cotton  when  the  area  producing  such  cotton  is  so  limited  ? 
If  cotton  was  a uniform  production,  there  would  not  be  much 
use  for  merchants.  Take  wheat,  while  on  the  Chicago  Board 
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of  Trade,  I learned  that  there  are  three  grades  of  wheat  tender- 
able  against  contracts,  based  on  number  two  Red  winter  wheat, 
etc.  The  others  are  delivered  by  so  many  points  off  number  two. 
Thus  this  crop  can  be  moved  with  ease  by  future  trading.  So 
may  any  agricultural  group  of  any  definite  kind  where  the  trade 
basis  can  be  arranged  to  establish  future  markets.  I am 
endeavoring  to  give  you  in  as  concise  a way  as  possible  the 
principles  of  the  Cotton  Exchange  generally.  Now,  a cotton 
e.xchange,  or  any  other  exchange  which  applies  its  energy  in 
that  particular  line  has  to  be  such  that  it  can  take  care  of  the 
character  of  cotton  that  can  be  raised  within  the  next  twelve 
months  and  still  enable  manufacturers  to  do  business  and  make 
trading  free.  When  I say  free,  I mean  that  a man  who  wants 
to  buy  cotton  from  any  particular  locality,  can  do  so  from  a 
merchant  in  that  locality,  but  the  merchant  will  buy  on  some 
cotton  exchange  to  protect  himself  from  fluctuation.  In  March, 
1905,  I think  there  was  a very  large  demand  from  China. 
One  of  my  southern  friends  in  New  York  telephoned  and  asked 
me  how  long  I was  going  to  be  in  the  office.  I told  him  all 
the  afternoon.  He  said,  “ I just  had  an  offer  for  goods  ecjuiv'a- 
lent  to  25,000  bales  of  cotton  for  shipment  to  China,  beginning 
next  October.”  He  would  not  take  the  offer  unless  he  could  buy 
it  today.  What  would  I sell  him  25,000  bales  of  spots  for.  I said, 
“ Do  not  buy  it  of  me,  because  I would  have  to  charge  you  a high 
basis.  I could  not  sell  cheap  enough  for  what  you  say  you  want 
to  pay;”  and  recommended  he  buy  25,000  bales  of  October 
deliveries.  I bought  those  25,000  bales  in  less  than  fifteen 
minutes.  The  contract  provided  that  in  October  I could  get 
25,000  bales  of  merchantable,  spinnable  cotton  such  as  the 
farmers  were  able  to  raise  on  the  basis  of  middling.  If  you 
had  a contract  with  limitations  of  low  middling  or  strict  mid- 
dling, he  could  never  have  made  that  trade  with  China  so 
readily,  because  I could  not  have  bought  the  25,000  bales  as  a 
hedge  for  him  so  quickly.  When  you  speak  of  the  increased 
use  of  staple  cotton,  do  you  consider  that  it  is  a wonder  that 
we  have  no  more  trouble  in  manufacturing  conditions  than  we 
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do,  considering  the  increase  in  spindles  in  proportion  to  popu- 
lation. The  increase  in  spindles  in  the  eleven  years,  1899  to 
1909-10  in  Great  Britain  is  2f^^per  cent..  Continental  Europe, 
per  cent..  New  England  mills,  2^^^  per  cent..  Southern 
mills,  per  cent,  per  annum.  The  average  increase  in  pop- 

ulation per  annum  is  roughly  3 per  cent.  Spinners  in  all 
countries  seem  to  be  making  higher  class  goods,  wanting  what 
are  known  in  the  trade  as  specialties  or  staple  cotton  and  not 
the  bread  and  butter  cotton  known  as  good  color  and  staple 
cotton  which  is  the  basis  of  all  trades  on  cotton  exchanges  on 
contracts  for  future  deliveries  on  the  basis  of  middling. 
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Mr.  Frank  P.  Bennett.  You  speak  about  the  25,000  bales 
of  cotton  that  man  wanted. 

Mr.  George  W.  Neville.  He  wanted  to  hedge  himself  in 
order  to  be  sure  that  he  might  get  his  cotton  in  October  at  that 
price. 


Mr.  Er.\NK  P.  Bennett.  I will  not  pursue  the  question 
any  further.  I do  not  see  that  the  question  is  answered  in  the 
least.  What  he  has  do;ie  is  to  demonstrate  the  legitimacy  of  a 
method  of  insurance,  but  what  I am  talking  about  is  the  legiti- 
mate basis  of  delivery  and  selling  to  that  man  of  the  25,000 
bales  of  cotton  which  he  wanted. 

Mr.  George  W.  Neville.  He  got  it.  We  insured  him  the 
profit  on  his  sale.  It  did  not  suit  the  mill  man  to  come  to  New 
York  to  get  the  cotton.  He  sold  his  futures  as  spots  were 
marketed.  By  this  procedure,  he  was  sure  to  get  the  average 
run  for  that  season. 

Mr.  Frank  P.  Bennett.  That  might  not  have  been  what 
he  contracted  for.  Would  it  not  be  possible  to  have  a perfected 
plan  of  relations  between  all  grades  of  cotton,  so  that  you  could 
agree  to  deliver  the  kind  of  cotton  required? 
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Mr.  George  W.  Neville.  You  can  after  the  crop  begins  to 
move,  so  that  you  can  see  what  the  quality  of  it  is.  Staple 
cotton  is  different  (as  I have  stated)  from  good  color  and  staple. 
Until  then,  no  merchant  is  going  to  put  his  head  in  a noose. 

Mr.  Frank  P.  Bennett.  Can’t  you  do  more  in  that 
direction? 

Mr.  George  W.  Neville.  When  we  can  foresee  what  nature 
is  going  to  do.  Suppose  the  Cotton  Exchange  should  attempt 
to  have  good  middling  staples  for  the  trade.  You  say  to  some 
member  of  the  Exchange,  “ I want  one  hundred  bales  of  good 
middling  inch  for  November  shipment.”  You  could  not 
make  a trade  unless  some  one  would  trade  with  you. 

Mr.  P^RANK  P.  Bennett.  If  it  exists,  it  is  somewhere. 

Mr.  George  W.  Neville.  If  it  exists,  there  is  someone 
who  will  trade  with  you.  Do  I make  my  meaning  clear? 

Mr.  P"rank  P.  Bennett.  I am  very  much  obliged. 

The  President.  As  I understand  it,  it  is  an  attempt  to  sell 
staple  cotton  for  delivery,  but  of  course  it  would  be  of  value  if 
you  had  a way  of  trading  and  knowing  the  existing  values  of  a 
staple  cotton  as  well. 

Mr.  Frank  P.  Bennett.  If  you  will  permit  me  to  make 
myself  clear.  The  gentleman  has  very  kindly  made  his  mean- 
ing clear,  but  I suppose  everything  existing  in  this  world  has  to 
give  a reason  for  existing,  or  else  get  out  of  it.  I know  this  is 
true  in  my  business.  It  is  supposable  that  we  should  not  have  any 
cotton  exchange.  I suppose  that  cotton  would  then  have  to  be 
bought  in  great  warehouses,  and  the  cotton  would  be  sold  here 
also.  Now  the  Cotton  Exchange  has  got  to  demonstrate  its 
usefulness  and  I do  not  think  it  has  been  made  clear  to  the 
public  here  why  they  should  not  move  along  a little  further  in 
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their  direction.  It  does  seem  to  me  as  though  this  was  a 
fair  question  for  me  to  ask  in  regard  to  the  Cotton  Exchange. 

Mr.  George  W.  Neville.  I have  attempted  to  explain  it 
to  you.  You  fail  to  observe  the  difference  between  the  Cotton 
Exchange  and  the  Stock  Exchange.  There  is  no  agricultural 
crop  as  far  as  I know,  with  greater  varieties  of  grades  than 
cotton,  and  if  you  get  out  of  certain  descriptions,  you  immedi- 
ately begin  to  specialize.  For  instance,  when  southern  men 
began  to  build  mills  they  used  cotton  of  local  growth  for  their 
goods.  I saw  a statement  in  the  papers  from  the  Secretary  of 
Agriculture  of  South  Carolina,  in  which  he  states  “ That  the 
mills  in  South  Carolina  had  reached  a point  where  while  they 
consumed  almost  as  much  as  was  raised  in  the  state,  yet  over 
50  per  cent,  of  their  consumption  was  shipped  into  South 
Carolina  from  other  states  and  their  own  crop  had  to  be  sold, 
for  export,  becau.se  the  mills  found  they  could  do  better  in  a 
manufacturing  way  by  specializing  and  using  a better  staple  than 
the  farmers  were  enabled  to  raise  under  the  conditions  in  South 
Carolina.”  Day  before  yesterday,  one  mill  telegraphed  for 
strict  middling  full  i jig  and  some  full  1 to  staple.  I gave 
him  the  price  on  the  first,  but  could  not  get  him  the  last  at 
any  price.  I could  not  get  quotations  on  that  at  all.  I knew  that 
that  area  was  quarantined  in  South  Carolina  owing  to  the  boll 
wevill  being  in  the  section  producing  this  quality. 

Mr.  Russell  B.  Lowe.  I might  help  this  discussion  a little, 
as  I am  a buyer  of  cotton.  Not  very  many  people  realize  the 
number  of  specialties  the  cotton  trade  develops.  We  buy  a 
certain  grade  of  cotton  from  five  or  six  different  parties  and 
there  are  no  two  of  them  who  will  quote  on  exactly  the  same 
article.  They  all  have  differences.  Other  men  will  not  call 
what  we  call  ly^g  inches.  I can  see  that  if  Mr.  Neville  was  to 
give  quotations  every  day,  on  all  these  specialties,  he  would  get 
into  such  a confused  state  that  he  could  not  do  business  at  all. 


Mr.  Charles  T.  Plunkett.  Before  the  discussion  closes  I 
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would  like  to  ask  Mr.  Neville  as  a matter  of  interest,  wh)^ 
he  reached  the  opinion  that  this  property  of  hedging  is  advan- 
tageous to  the  manufacturing  condition  of  the  United  States? 

Mr.  George  W.  Neville.  I have  been  told  by  manufact- 
urers that  they  had  goods  in  their  warehouses  manufactured  of 
cotton  costing  them  from  15  to  16  cents,  which  they  could 
not  sell  at  better  than  the  equiv^alent  of  13  cents,  and  cotton 
which  they  could  not  afford  to  sell.  They  should  have  sold 
hedges  to  protect  themselves. 

Mr.  Cii.\RLES  T.  Plunkett.  Arc  these  deplorable  conditions 
those  of  the  manufacturing  establishments  or  the  market  of  the 
goods  ? 

Mr.  George  W.  Neville.  This  refers  to  the  market  of  the 
goods.  Now  as  an  illustration  of  this,  — there  are  two  mills 
near  New'  York,  with  whom  we  do  business.  They  informed  us 
that  they  did  not  need  the  cotton  they  had  on  hand,  and  that 
August  (cotton)  at  19  cents,  looked  good  to  them.  They  would 
ship  the  cotton  that  night.  That  was  on  Friday.  The  cotton 
w'as  certificated  on  Monday  and  delivered  on  contract  for 
them, — the  bill  presented  and  paid  on  Wednesday.  I was  paid 
for  that  cotton  I sold  at  19.67  or  19.85  basis  middling.  I was 
paid  for  that  Wednesday  at  half  past  two.  Wednesday  at  half 
past  three  that  mill  bought  it  back  at  15^4  a pound.  Other 
mills  did  not  do  that,  consequently,  they  lost  the  market  value 
of  their  raw  material,  as  they  failed  to  hedge.  I am  not  criticis- 
ing the  manufacturing  business,  but  want  to  make  myself  clear 
that  it  is  when  the  contract  markets  are  properly  used  that  the 
manufacturer  is  enabled  to  get  the  kind  of  cotton  he  w'ants  and 
to  hedge  himself  when  he  buys  his  quality  and  cannot  sell  his 
goods. 

Mr.  Charles  T.  Plunkett.  Of  course  it  is  true  that  there 
arc  instances  of  that  kind  which  might  be  quoted.  There  is 
very  large  use  and  a growing  use  of  staple  cotton.  This  cotton 
is  not  affected  by  the  Exchange  prices,  is  it? 
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Mr.  CiEoiuiE  \V.  Neville.  Not  at  all. 

Mr.  Charles  T.  Plunkett.  This  is  important.  There  are 
variations  in  price  of  more  than  eight  or  nine  cents.  Can  the 
purchase  of  this  staple  cotton  be  hedged  to  any  advantage? 

Mr.  Georce  \V.  Neville.  Users  of  the  staple  cotton  cannot 
be  affected.  I will  say  this,  however,  it  would  be  a question  of 
the  basis  at  which  the  staple  cotton  bore  to  the  basis  middling 
contract  price.  The  British  spinners  talk  nothing  but  basis. 

Mr.  Charles  T.  Plunkett.  There  are  years,  however, 
when  staple  cotton  will  be  very  scarce,  although  in  other  years 
there  might  be  a large  percentage  of  staple  cotton  raised  so  that 
the  stability  in  price  of  staple  cotton  will  approach  that  of 
middling. 

Mr,  George  \V.  Neville.  This  is  regulated  by  the  law  of 
supply  and  demand  as  a rule.  In  my  opinion  there  are  several 
causes  that  have  contributed  up  to  now  in  greater  or  less  extent 
to  the  decrease  in  the  supply  of  staple  cotton  in  this  country. 
The  principal  one  of  these  is  the  absence  of  any  particular  seed 
selection  in  planting  time.  The  other  is  that  the  staple  cotton 
invariably  matures  later.  It  is  usually  raised  in  bottom  lands 
where  the  conditions  are  more  favorable  for  length  of  staple, 
and  the  later  maturing  of  this  cotton  and  the  weevil  getting  into 
these  lands  has  caused  a great  many  farmers  to  become  panic 
stricken.  I think  if  the  Agricultural  Department  is  successful 
in  developing  the  growth  of  staple  cottons  on  land  in  Arizona 
and  New  Mexico,  you  may  get  all  the  long  staple  cotton  you 
can  use.  The  cotton  I saw  raised  their  certainly  had  a length 
fully  equal  to  Egyptian  and  of  a better  and  more  uniform 
quality,  both  as  regards  staple  and  color. 


Mr.  Charles  T.  Plunkett.  What  prompted  the  asking  of 
the  original  question  was  the  reference  made  to  the  “deplorable 
conditions  of  cotton  manufacturing  ’’and  I wondered  whether  the 
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present  condition  of  the  cotton  goods  markets  was  meant  or  the 
condition  of  the  manufacturing  industry.  To  all  appearances 
the  financial  and  physical  condition  of  the  manufacturing 
establishments  and  plants  was  never  superior  to  the  present. 

The  goods  market,  however,  has  been  so  very  much  depressed 
and  demoralized  that  the  cause  is  usually  attributed  to  over- 
production and  under-consumption  and  to  lack  of  confidence 
due  to  the  uncertainty  of  the  tariff  agitations.  I'he  great  reduc- 
tion in  prices  of  the  cotton  market  quotations  has  influenced  the 
ideas  of  buyers  of  finer  goods  made  from  staple  cottons  which 
have  not  been  materially  reduced  in  price. 

Mr.  George  W.  Neville.  Financially  they  are  in  as  good 
condition  as  they  have  been  for  many  years  and  have  been 
growing  better,  but  it  looks  to  me  as  if  spindles  had  increased 
faster  than  population. 

Mr.  Frank  P.  Bennett.  In  view  of  the  patient  and  intelli- 
gent way  in  which  Mr.  Neville  answered  my  questions,  I want 
to  give  myself  the  pleasure  of  moving  that  a vote  of  thanks  be 
extended  to  him. 

Mr.  Alijert  Farwell  Bemls.  I second  the  motion. 

The  President.  It  is  moved  and  seconded  that  a vote  of 
thanks  be  extended  to  Mr.  Neville  for  the  way  in  which  he 
has  answered  questions.  Those  in  favor,  say  “ aye  ’'opposed 
“ no.”  It  is  a vote. 


